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XHARIEP DISTRICT MUNICIPALITY 
FINANCIAL STATEMENTS 
for the period ended 30 June 2014 


Approval of annual financial statements 

The accounting officer is required by the Municipal Finance Management Act, to maintain adequate accounting records and is 
responsible for the content and integrity of the financial statements and related financial information included in this report. It is 
the responsibility of the accounting officer to ensure that the financial statements fairly present the state of affairs of the 
municipality as at the end of the financial year and the results of its operations and cash flows for the period then ended. The 
external auditors are engaged to express an independent opinion on the financial statements and be given unrestricted access to 
all financial records and related data. 

The financial statements have been prepared in accordance with Standards of Generally Recognised Accounting Practice 
(GRAP) including any interpretations, guidelines and directives issued by the Accounting Standards Board. 

The financial statements are based upon appropriate accounting policies consistently applied and supported by reasonable and 
prudent judgements and estimates. 

The accounting officer acknowledges that he is ultimately responsible for the system of internal financial control established by 
the municipality and place considerable importance on maintaining a strong control environment. To enable the accounting officer 
to meet these responsibilities, the accounting officer sets standards for internal control aimed at reducing the risk of error or deficit 
in a cost effective manner. The standards include the proper delegation of responsibilities within a clearly defined framework, 
effective accounting procedures and adequate segregation of duties to ensure an acceptable level of risk. These controls are 
monitored throughout the municipality and all employees are required to maintain the highest ethical standards in ensuring the 
municipality’s business is conducted in a manner that in all reasonable circumstances is above reproach. The focus of risk 
management in the municipality is on identifying, assessing, managing and monitoring all known forms of risk across the 
municipality. While operating risk cannot be fully eliminated, the municipality endeavours to minimise it by ensuring that 
appropriate infrastructure, controls, systems and ethical behaviour are applied and managed witiiin predetermined procedures 
and constraints. 

The accounting officer is of the opinion, based on the information and explanations given by management, that the system of 
internal control provides reasonable assurance that the financial records may be relied on for the preparation of the financial 
statements. However, any system of internal financial control can provide only reasonable, and not absolute, assurance against 
material misstatement or deficit. 

The accounting officer has reviewed the municipality’s cash flow forecast for the period to June 30, 201 5 and, in the light of this 
review and the current financial position, he is satisfied that the municipality has or has access to adequate resources to continue 
in operational existence for the foreseeable future. 

Although tiie accounting officer is primarily responsible for the financial affairs of the municipality, the accounting officer 
supported bv the municioalitv's external auditors. 

The external auditors are responsible for independently reviewing and reporting on the municipality’s financial statements. 


The financial statements, which have been prepared on the going concern basis, were approved by the accounting officer on 31 
August, 2014 and were signed on its behalf by: 


Accounting Officer 
MM Kubeka 
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XHARIEP DISTRICT MUNICIPALITY 
STATEMENT OF FINANCIAL POSITION 
as at 30 June 2014 




Note 

Jun 2014 

Jun 2013 

ASSETS 

Current assets 

Inventories 

2 

R 

167 659 

R 

123 671 

Trade and other receivables 

3 

1 737 141 

806 729 

VAT receivable 

4 

856 851 

979 901 

Cash and cash equivalent 

5 

769 595 

1 819 068 

Non-current assets 

Property, plant and equipment 

6 

19214892 

20 082 803 

Intangible assets 

7 

613 789 

739 015 

Total assets 


23 359 928 

24 551 187 

LIABILITIES 

Current liabilities 

Payables from exchange transactions 

8 

6 098 965 

6 291 487 

Unspent conditional grants and receipts 

9 

1 699 651 

1 992 053 

Long service bonus 

10 

260 000 

237 000 

Non-current liabilities 

Long service bonus 

10 

1 113 000 

879 000 

Total liabilities 


9 171 616 

9 399 540 

Net assets 


14 188 312 

15151 647 

NET ASSETS 

Accumulated surplus 


14188312 

15151 647 

Total net assets 


14188 312 

15151 647 
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XHARIEP DISTRICT MUNICIPALITY 

STATEMENT OF FINANCIAL PERFORMANCE 
for the period ended 30 June 2014 



Note 

Jun 2014 

Jun 2013 

Revenue 


R 

R 

Revenue from exchange transaction 

Rental of facilities and equipment 

11 

524 860 

432 517 

Interest earned - external investments 

12,1 

95 892 

234 275 

Interest earned - outstanding receivables 

12,2 

162 313 

49 541 

Other income 

14 

184 623 

72 623 




967 688 

788 956 

Revenue from non exchange transactions 

Government grants and subsidies 

13 

55 359 046 

40 588152 

Total revenue 

— 

56 326 734 

41 377 108 

Expenses 

Employee related costs 

15 

33 992 915 

30 159 010 

Remuneration of councillors 

16 

3 624 702 

3 318 054 

Depreciation and amortisation expense 

17 

2 121 592 

3 648189 

Finance costs 

18 

70 941 

286 676 

Debt Impairment 


186 989 

10 777 736 

Repairs and maintenance 


1 617176 

1 271 312 

General expenses 

19 

14 914 624 

21 284 269 

Total expenses 


56 528 940 

70 745 247 

Gain/ (Loss) on sale of assets 

20 

71 053 

(21 966) 

Impairment loss 

21 

(352 657) 

- 

Surplus 1 (deficit) for the period 

= 

(483 810) 

(29 390 105) 
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Balance at 30 June 
Restated balance 
T ransfers to / from accumulated 
Surplus / (deficit) for the period 
Balance at 30 June 
Correction of prior period error 
Restated balance 
T ransfers to / from accumulated 
Surplus / (deficit) for the period 
Balance at 30 June 


XHARIEP DISTRICT MUNICIPALITY 
STATEMENT OF CHANGES IN NET ASSETS 
for the period ended 30 June 2014 


surplus/(deflclt) 


surplus/(deflclt) 


2012 


2013 


Accumulated 

Surolus/fOeflcit) 

Total: Net Assets 

R 

R 

44 541 751 
44 541 751 

44 541 751 
44 541 751 

(29 390 105) 

(29 390105) 

15 151 646 

15151 646 

(479 524) 

14 672122 

(479 524) 

14 672122 

(483 810) 

(483 810) 

14188 312 

14188 312 


2014 


XHARIEP DISTRICT MUNICIPALITY 

CASH FLOW STATEMENT 
for the period ended 30 June 2014 



Note 

Jun 2014 

Jun 2013 



R 

R 

CASH FLOWS FROM OPERATING ACTIVITIES 

Receipts 


56 068 529 

41 125 895 

Government grants and other income 

n 

56 068 529 | 

41 125 895 

Payments 


(52 962 133) 

(53 012 242) 

Payment of suppliers and employees 

[iz 

(52 962 133) I 

(53 012 242) 

Net cash flows from operating activities 

22 

3 358 942 

(11 886 347) 

CASH FLOWS FROM INVESTING ACTIVITIES 

Purchase of PPE 

6 

(458 934) 

(1 457 514) 

Proceeds from sale of PPE 


71 053 

24 731 

Purchase of intangible assets 


- 

(472 079) 

Purchase of financial assets 


- 

- 

Proceeds from sale of financial assets 


- 

5 000 000 

Net cash flows from investing activities 


(387 882) 

3 095 138 

CASH FLOWS FROM FINANCING ACTIVITIES 

Repayment of finance lease liability 


(234 000) 

(451 903) 

Interest Income 


258 205 

283 816 

Finance costs 


(70 941) 

- 

Net cash flows from financing activities 


(46 736) 

(168 087) 

Net increase / (decrease) in net cash and cash equivalents 


(1 049 473) 

(9 243 022) 

Net cash and cash equivalents at beginning of period 


1 819 068 

11 062 090 

Net cash and cash equivalents at end of period 

5 

769 595 

1 819 068 
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Statement of Comparison of Budget and Actuai Amounts 

Xhariep District Municipality 

for the period ended 30 June 2014 




IBudaet on Cash Basis 1 


Approved Adjustments Final Budget 

Actual amounts 

Difference Varience 

Reference 


budget 

on comparable 

between approved ^ 




basis 

budget and 


Figures in Rand 



actual 



Statement of Financial Performance 


I Revenue 


{Revenue from exchange transactions 


Rental of facilities and equipment 

340 723 

0 

340 723 

524 860 

-184 137 

-54% 

note 35 

Olherincane 

103 774 

0 

103 774 

184 623 

-80 849 

-78% 

note 35 

Interest income 

139 358 

■10 758 

128 600 

258 205 

-129 605 

-101% 

note 35 

Total revenue from exchange transactions 

583 855 

-10 758 

573 097 

967 688 

-394 591 


0 

Revenue from non-exchange transactions 








Taxation revenue 

Government grants & subsidies 

59 971 000 

0 

59 971 000 

55 359 046 

4 611 954 

8% 


Total revenue 

60 554 865 

-10 758 

60 544 097 

56 326 734 

4 217 363 


0 

Expenditure 

Employee related costs 

34 411 006 

-1 828 015 

32 562 991 

33 992 915 

-1 409 924 

4% 


Remuneration of councillors 

3 239 545 

0 

3 239 545 

3 624 702 

-385157 

-12% 

note 35 

Depreciation and amortisation 

3 666 862 

-500 000 

3 366 862 

2 121 592 

1 245 270 

37% 

note 35 

Finance costs 

0 

0 

0 

70 941 

-70 941 

0% 


Debt impairment 

0 

0 

0 

186 989 

-186 989 

0% 


Repairs and maintenance 

1 151 000 

166 562 

1 317 562 

1 617 176 

-299 614 

•23% 

note 35 

General E>penses 

14 718 087 

2 949 565 

17 667 652 

14 914624 

2 753 028 

16% 

note 35 

Total expenditure 

57 386 500 

788 112 

58 174 612 

56 528 940 

1 645 672 


0 

Operating deficit 

3 168 355 

-798 870 

2 369 485 

■202 206 

2 571 691 



Loss on disposal of assets and liabilities 

0 







Deficit before taxation 

3168 356 

•798 870 

2 369 485 

-202 206 

2 571 691 



Actual Amount on Comparable Basis as presented In 
the Budget and Actual Comparative Statement 

3166 355 

-798 870 

2 369 485 

-202 206 

2 571 691 
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XHARIEP DISTRICT MUNICIPALITY 
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
for the period ended 30 June 2014 

1 PRESENTATION OF ANNUAL FINANCIAL STATEMENTS 

These annual financial statements have been prepared in accordance wth Generally Recognised Accounting Practice (GRAP), issued by tfie Accounting 
Standards Board in accordance wth Secton 122(3) of the Municipal Finance Management Act, (Act No 56 of 2003). 

These annual financial statements have been prepared on an accrual basis of accounting and are In accordance v^th histwlcal cost cOTventlon unless specified 
otherwise. They are presented in South African Rand. 

A summary of the significant accounting poicies, which have been consistently applied, are disclosed below. 

These accounting policies are consistent with ffte prewous period, unless othervwse stated. 

1.1 Significant judgements and sources of estimation uncertainly 

In preparing the annual financial statements, management is required to make estimates and assumptions that affect the amounts represented In the annual 
financial statements and related disclosures. Use of available Information and the app^cation of judgement Is inherent in the formation of estmates. Actual 
results in the future could differ from these estmates which may be material to the annual financial statements. Significant judgements include; 

Trade receivables. Loans and Receivables 

The municipality assesses Its trade receivables and loans and receivables for impairment at the end of each reportng period, in determining whether an 
Impairment loss should be recorded In surplus or deficit, the management makes judgements as to vJiether there Is observable data Incfcatng a measurable 
decrease In the estmated future cash flows from a financial asset. 

The Impairment for trade receivables and loans and receivables is calculated on a portfolio basis, based on historical loss ratios, adjusted for national and 
industry-specific economic conditohs and other Indicators present at the reporting date that correlate with defaults on the portfolio. These annual loss ratos are 
applied to loan balances in the portfolio and scaled to the estimated loss emergence period. 

Useful lives and residual values 

The municIpaHty’s management determines the estimated useful lives and related depreciation charges for property, plant and equipment. This estimate Is based 
on Industry norms. Management will Increase the depredation charge vJtere usefui lives are less than previously estimated useful lives. 

Long Service Bonus 

The present value of the long service bonus obligation depends on a number of factors that are determined on an actuarial basis using a number of 
assumptions. The assumptions used In determining die net cost (income) Include the discount rate. Any changes in these assumptions will Impact on the 
carrying amount of long service bonus obligations. 

The municipality determines the appropriate discount rate at the end of each year. This Is the Interest rate that should be used to determine the present value of 
estimated future cash outflows expected to be required to setde the long service bonus obligation. In determining the appropriate discount rate, the municipality 
considers the interest rates of high-quality corporate bonds that are denominated in the currency In which the benefits vwll be paid, and that have terms to 
maturity approximating the terms of the related pension liability. 

Effective interest rate and deferred payment terms 

The entity used the prime interest rate adjusted for rates used by main suppliers or creditors to discount future cash flows. 

Leave and bonus provisions 

The entity used the leave days and bonus paid date to estimate the provisions respectively. 

1.2 Property, plant and equipment 

Property, plant and equipment are tangible non-current assets that are held for use in the production or supply of goods or services, rental to odiers, or for 

administrative purposes, and are expected to be used during more than one period. 

The cost of an Item of property, plant and equipment Is recognised as an asset when: 

- Ills probable diat future economic benefits or service potential associated with the Item will flow to the municipality: and 

- the cost of the Item can be measured reliably. 
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1,2 Property, plant and equipment (continued) 

Property, plant and equipment is initially measured at cost 

The cost of an item of property, plant and equipment is the purchase price and oUier costs attributaWe to bring the asset to the location and condition necessary 
for It to be capable of operating in the manner intended by managemeht. Trade discounts and rebates are deducted in arriving at the cost. 

Where an asset is acquired at no cost, or for a nominal cost, its cost is its fair value as at date of acquisition. 

Where an item of property, plant and equipment is acquired In exchange for a non-monelary asset or monetary assets, or a combination of monetary and non- 
monetary assets, the asset acquired is initially measured at fair value at acquisition date. If the acquired item’s fair value was not determinable, it's deemed cost 
is the carrying amount of tiie asset(s) given up. 

When significant components of an item of property, plant and equipment have different useful Eves, each part of an item of property, plant and equipment Mth a 
cost that is significant In relation to the total cost of the item shall be depreciated separately. 

Costs include costs incurred Initially to acquire or construct an item of property, plant and equipment and costs incurred subsequently to add to, replace part of, 
or service It. If a replacement cost is recognised in the carrying amount of an item of property, plant and equipment, the carrying amount of the replaced part is 
derecognised. 

Major spare parts and stand by equipment v,hich are expected to be used for more than one period are Included In property, plant and equipment. In addition, 
spare parts and stand by equipment Mhich can only be used in connection mUi an item of property, plant and equipment are accounted for as property, plant and 
equipment. 

Each part of an item of property, plant and equipment with a cost that Is significant in relation to tiie total cost of the item shall be depreciated separately. 

Property, plant and equipment is carried at cost less accumulated depreciation and any Impairment losses. 

Purchased software that Is integral to the functionality of the related equipment 1$ capitalised as part of that equipment. 

Subsequent measurement - Cost model 

Subsequent to initial recognition, items of property, plant and equipment are measured at cost less accumulated depreciation and impairment losses. 

Where the municipality replaces parts of an asset. It derecognises the part of the asset being replaced and capitalises the new component. Subsequent 
expenditure Incurred on an asset Is capitalised when It Increases the capacity or future economic benefits associated with the asset. 

Depreciation and impairment 

Property, plant and equipment are depreciated on the straight line basis over their expected useful lives to their estimated residual value. 


Land Is not depreciated and depreciation commence when the asset is ready for intended use. 

Subsequent to Initial recognition, property, plant and equipment is carried at cost less accumulated depredation and any impairment losses. Assets held under 
finance leases are depredated over their expected useful lives on the same basis as owned assets or, where shorter, the term of the relevant lease. 
Components of assets that are significant in relation to the whole asset and that have different useful Eves are depredated separately- 


The useful Eves of items of property, plant and equipment have been assessed as follows: 

Hern 

Buildinqs 

Security System 

Plant and machinery 

Furniture and fittings 

Motor vehicles 

Office equipment 

Computer equipment 

Computer Software 

Finance lease assets 

Office equipment 

Other assets 


Estimated useful life 

25-30 

5-10 

3-15 

3 - 15 

4 - 7 

5 - 10 
3-10 
2-5 


The shorter of asset's useful life or the lease 
term 

The shorter of asset's useful life or the lease 
term 


The residual value, and the useful Efe and depreciation method of each asset are reviewed at the end of each reporting date. If the expectations differ from 
previous estimates, the change Is accounted for as a change in accounting estimate. 


Reviewing the useful Efe of an asset on an annual basis does not require the entity to amend the prewous estimate unless expectations differ from the previous 
estimate. 


Each part of an item of property, plant and equipment with a cost that is significant in relation to the total cost of the item Is depreciated separately. 
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The depreciation charge fc^ each period Is recognised In surplus or deficit unless it is included in ^e carrying amount of another asset. 

Items of property, plant and equipment are derecognised when the asset is disposed of or v/ien there are no further economic benefits or service potential 
expected frcxr the use of the asset 

The gain or loss arising from the derecognition of an item of property, plant and equipment is included in surplus or deficit when the Item Is derecognised. The 
gain or loss arising from the derecognition of an item of pr^rty, plant and equipment is determined as the difference between the net disposal proceeds, if any, 
and the carrying amount of the item. 

Assets which the municipality holds for rentals toothers and subsequentty routinely sell as part of the ordinary course of activities, are transferred to inventories 
when the rentals end and the assets are available*for-sale. These assets are not accounted for as non-current assets held for sale. Proceeds from sales of 
these assets are recognised as revenue. AH cash flov« on these assets are Included in cash flows from operating activities In the cash flowstatement. 

No items of property, plant and equipment are pledged as security for liabilities. 

1,3 Intangible assets 

An asset is identified as an intangible asset when It: 

- Is capable of being separated or divided from an entity and sold, transferred, hcensed, rented or exchanged, 
either Individually or together with a related contract, assets or liability: or 

• arises from contractual rights or other legal rights, regardless whether those rights are transferase or separate from the municipality or from other rights and 
obligations. 

An intangiSe asset is recognised when: 

• It is probable that the eg>ected future economic benefits or service potential that are attributaSe to the asset will flow to the munioipality: and 

• the cost or fair value of the asset can be measured reliably. 

IntangISe assets are InItiaHy recognised at cost. 

Where an intangiSe asset is acquired at no cost, or for a nominal cost. Its cost Is its fair value as at the date of acquisition. 

Expendture on research (or on the research phase of an Internal project) Is recognised as an expense when it is incurred. 

After Initial recognition, an Intangible asset shall be carried at its cost less any accurrtulated amortisation and any accumulated irrgalrment losses. 


An intangible asset is regarded as having an indefinite useful life when, based on aH relevant factors, there Is no foreseeable Nmlt to tite period over which the 
asset Is expected to generate net cash Inflows or service potential. Amortisation is not provided for these intangible assets, but they are tested for impairment 
annually and whenever there Is an indcatlon that the asset may be impaired. For all other Intangible assets amortisation Is provided on a straight line basis over 
their useful Hfe. 

The amortisation period and the amortisation method for intangible assets are reviewed at each reporting date. 

Reassessing the useful Hfe of an intangible asset witii a finite useful life after It was classified as Indetinite 1$ an Indicator that the asset may be Impaired. As a 
result the asset Is tested for Impairment and the remaining carrying amount Is amortised over Its useful life. 

Amortisation is provided to write down the intangible assets, on a straight line basis, to their residual values as follows: 

Item Useful life 

Computer software 3- 10 years 

Right to use land The shorter of right to use land or 

useful life 

Intangible assets are derecognised: 

- on disposal: or 

• when no future economic benefits or service potential are expected from its use or disposal. 

The gain or loss is the difference between the net disposal proceecis, if any. and the carrying amount. It Is recognised In surplus or deficit when the asset is 
derecognised. 

No Items of Intangible assets are pledged as security for Habilities. 

1,4 Financial Instruments 
Classification 

The municipality classifies financial assets and financial liabilities into the following categories: 

- Held-to-maturitv investment 

• Loans and receivables 

- Avaliabie-for-sale financial assets 

- Financial liabilities measured at amortised cost 

Initial recognition and measurement 

Financial instruments are recognised initially when the municipality becomes a party to the contractual provisions of tiie insB-uments. 

The municipality classifies financial Instruments, or their component parts, or initial recognition as a financial asset, a financiai liability or an equity insBument In 
accordance with the substance of the conBactual arrangement. 
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Financial Instruments are measured initaHy at fair value, except for equity investments for ^ich a fair value Is not determinable, Mhicb are measured at cost and 
are classified as availaUe-for-sale financial assets. 

For financial instruments wtiich are not at fair value through surplus or deficit, transaction costs are included in the initial measurement of the instrument. 


Subsequent measurement 
Loans and receivables 

Loans and receivables are subseouenttv measured at amortised cost, using the effective interest mediod. less accumulated Imoairment losses. 
Held-to-maturity Investments 

Held-to-maturlty investrrrents are subsequently measured at amortised cost, using the effective interest method, less accumulated impairment losses. 

Avaiiable-for-saie financial assets are subsequently measured at fair value. This excludes equity investments for vshich a fair value is not determinable, vitich 
are measured at cost less accumulated impairment losses. 

Gains and losses arising from changes In fair value are recognised In equity until the asset Is disposed of or determined to be impaired. Interest on avallable-for- 
sale financial assets calculated using the effective Interest nnethod is recognised in surplus or deficit as part of other income. Dividends received on available' 
for-sale equity instruments are recognised in surplus or defcit as part of other income v,hen the municipality's right to receive payment is established. 

Changes in fair value of availaUe-for-sale financial assets denominated in a foreign currency are analysed between translation differences resuKing from 
changes in amortsed cost and other changes in the carrying amount. Translation differences on monetary Items are recognised in surplus or deficit, v,hile 
translation differences on non-monetary items are recognised in equity. 

Financial liabilities at amortsed cost are subsequently measured at amortised cost, using the effective interest method. 

Fair value determination 

Fair value Information for trade and other receivables is determined as the present value of estimated future cash flow dscounted at the effective interest rate 
computed at initial recognition. 

The fair values of quoted Investments, such as available for sale investments are based on current bid prices. 

If the market for a financial asset is not active and for unlisted securities, the entity establishes fair value by using valuation techniques. These include the use of 
recent arm's length transactions, reference to otiier Instruments that are substantially the same, discounted cash flow analysis, and option pricing models 
making maximum use of market inputs and relying as little as possible on entity-specific inputs. 

Impairment of financial assets 

Impairment losses are reversed when an increase In the financial asset's recoverable amount can be related objectively to an event occurring after the 
impairment was recognised, subject to the restriction that the carrying amount of the financial asset at the date that the Impairment Is reversed shall not exceed 
what the carrying amount would have been had the Impairment not been recognised. 

Reversals of Impairment losses are recognised In surplus or deficit except for equity Investments classified as avallable-for-sale. 

Impairment losses are also not subsequently reversed for avaliable'for'Sale equity Investments which are held at cost because fair value was not determinable. 

Where financial assets are Impaired through use of an allowance account, the amount of the loss 1$ recognised In surplus or deficit within operating expenses. 
When such assets are written off. the write off is made against the relevant allowance account. Subsequent recoveries of amounts previously written off are 
credited against operating expenses. 

Receivables from exchange transactions 

Trade receivables are measured at Initial recognition at fair value, and are subsequently measured at amortised cost using the effective interest rate method. 
Appropriate allowances for estimated irrecoverable amounts are recognised In surplus or deficit when there Is objective evidence that the asset is Impaired. 
Significant financial difficulties of the debtor, probability that the debtor wiH enter bankruptcy or financial reorganisation, and defauK or delinquency in payments 
(more than 90 days overdue) are considered Indicators that the trade receivable Is Impaired. The aUowahce recognised is measured as the difference between 
the asset's carrying amount and the present value of estimated future cash flows discounted at the effective Interest rate confuted at initial recognition. 

The carrying amount of the asset Is reduced through the use of an allowance account, and the amount of the deficit is recognised In surplus or deficit within 
operating expenses. When a trade receivable Is uncolleclable. it Is wItten off against the allowance account for trade receivables. Subsequent recoveries of 
amounts previously written off are credited against operating expenses In surplus or deficit. 

Payables from exchange transactions 

Trade payables are initially measured at fair value, and are subsequently measured at amortised cost, using the effective Interest rate method. 

Cash and cash equivalents 

Cash and cash equivalents comprise cash on hand (Including petty cash) and cash with banks (including can deposits).Cash equivalents are short-term highly 
liquid investments, readily convertible to a Know amount of cash .that are held with registered banking institutions with maturities of three months or less and are 
subject to an insignificant risk of change In value. For the purposes of the cash flow statement, cash and cash equivalents comprise cash on hand on call with 
banks, net of bank overdrafts. The municlpakty categorises cash and cash equivalents as financial assets; loan andreceivabes. 
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In vestments 

Investments, Vitiich include listed government bonds, unisted municipal bonds, fixed deposits and short-term deposits invested in registered commercial banks, 
are categorised as either held-to-maturity iMiere the criteria for that eategorisai'on are met, or as loans and receivables, and are measured at amortised cost. 
Where Investments have been impaired, the carrying value Is ac^sted by the impairment loss, v,hich is recognised as an expense in the period that the 
impairment is identified. Impairments are calculated as being the difference between the carrying amount and the present value of the expected future cash 
flov« flovung from the Instrument. On disposal of an investment, the dfference between the net dsposal proceeds and the carrying amount Is charged or 
credited to the Statement of Financial Performance. 

Held to maturity 

These fnancial assets are Initially measured at fair value plus direct transaction costs. 

At subsequent reporting dates these are measured at amortised cost using the effective interest rate method, less any Impairment loss recognised to reflect 
Irrecoverable amounts. An Impairment loss Is recognised in surplus or deficit when there is objective evidence that the asset is irrpaired, and is measured as the 
difference between the investinent's carrying amount and the present value of estimated future cash flows dscounted at the effective interest rate computed at 
initial recognition. Impairment losses are reversed In subsequent periods v^en an Increase In the Investment's recoverable amount can be related objectively to 
an event occurring after the Impairment was recognised, sutsject to the restriction that the carrying amount of the investment at the date the impairment is 
reversed shall not exceed what the amortised cost would have been had the impairment not been recognised. 

Financial assets that the municipality has the positive Intention and ability to hold to maturity are classified as held to maturity. 

Firtancial liabilities 

Financial liabilities at amortised cost are subsequently measured at amortised cost, using the effective interest method. 

Financial hablUtles consist of trade payables and borrowings. They are categcvlzed as financial liabilities held at amortised cost, and are subsequently measured 
at amortised cost v^lch Is the Initial carrying amount, less repayments, plus Interest. 

Gains and losses 

Again or loss arising from a change In a financial asset or financial li'abiHty Is recognised as follows: 

• A gain or loss on a financial asset or financial liability classified as at fair value through surplus or deficit is 
recognised In surplus or deficit: 

- A gain or loss on an avaiiabie-for-sale financial asset Is recognised directly In net assets, through the statement of changes In net assets, until the financial 

asset Is derecognised, at which time the cumulative gain or loss previously recognised In net assets Is recognised In surplus or deficit: and 

• For financial assets and financial liabilities carried at amortised cost, a gain or loss is recognised in surplus or deficit 
when the financial asset or financial HabiUty Is derecognised or Impaired, and through the amortisation process- 

impairment of financial assets 

The nunlcIpaHty assesses at each statement of financial position dale whether a financial asset or group of financial assets Is Impaired. 

Assets are carried at amortised cost- 

If there is objective evidence that an Impairment loss or loans and receivables carried at amortised cost has been Incurred, the amount of the loss Is measured 
as the difference between the asset’s carrying amount and the present value of estimated future cash flows (excludlr>g future credit losses that have not been 
incurred) cfscounted at the financial asset’s original effective Interest rate (I.e. the effective interest rate computed at Initial recognition). The carrying amount of 
the asset shall be reduced either directly or through the use of an allowance account. The amount of the loss shall be recognised In surplus or deficit. The 
municipality first assesses whether objective evidence of Impairment exists individually for financial assets that are Individually significant, and Individually or 
collectively for financial assets that are not Individually significant. If It Is determined that no objective evidence of Impairment exists for an Individually assessed 
financial asset, whether significant or not. the asset is included In a group of financial assets with similar credit risk characteristics and tiial group of financial 
assets Is collectively assessed for Irr^airmeht. Assets that are Individually assessed for Impairment and for which an Impairment loss Is or continues to be 
recognised are not Included In a collective assessment of impairment. 

1,5 Leases 

A lease Is classified as a finance lease If It transfers substantially all the risks and rewards Incidental to OMiership. A lease is classified as an operating lease if 
It does not transfer substantially an the risks and rewards Incidental to ownership. When a lease includes both land and buildings elements, the entity assesses 
the classification of each element separately. 

Finance leases - Lessor 

The municipality recognises finance lease receivables as assets on the statement of financial position. Such assets are presented as receivable at an amount 
equal to the net Investment In the lease. 

Finance revenue is recognised based on a pattern reflecting a constant periodic rate of return on the munlcipaUt/s net Investment In the finance lease. 

Finance leases - lessee 

Finance leases are recognised as assets and liabilities In the statement of financial position at amounts equal to the fair value of the leased property or. If lower, 
the present value of the minimum lease payments. The corresponding UablKty to the lessor Is Included in the statement of financial position as a finance lease 
obligation. The discount rate used in calculating the present value of the minimum lease payments Is the interest rate implicit In the lease. Minimum lease 
payments are appc^ioned between the finance charge and reduction of the outstanding liability. The finance charge Is aHocated to each period during the lease 
term so as to produce a constant periodc rate of on the remaining balance of the lability. Any contingent rents are expensed In the period in v^lch they are 
incurred. 
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operating leases - lessor 

Operating lease revenue Is recognised as revenue on a stralght-Une basis over the lease term. The difference between amounts recognised as an expense 
and the contractual payments are recognised as either a pre-paid expense asset or liability depending on v/iether Ute payment exceeds the expense or vice 
versa. Initial direct costs incurred In negotiating and arranging operating leases are added to the carrying amount of the leased asset and recognised as an 
expense over the lease term on the same basis as the lease revenue. The aggregate cost of incentives is recognised as a reduction of rental revenue over the 
lease term on a straight-Kne basis. The aggregate benefit of Incentives is recognised as a reduction of rental expense over the lease term on a straight-line 
basis. Income for leases is dsclosed under revenue In statement of financial performance. 

Operating lease payments are recognised as an expense on a straight-line basis over the lease term. The difference between the amounts recognised as an 
expense and the contractual payments are recognised as either a pre-pald expense asset or Habillty depending on whether the payment exceeds the expense 
or vice versa. 

Operating leases • lessee 

Operating lease payments are recognised as an expense or^ a scaight-line basis over the lease term. The difference between the amounts recognised as an 
expense and the contractual payments are recognised as an operating lease asset or liability. 

1,6 Inventory 

Inventory are initially measured at cost except ^ere Inventory are acquired at no cost, or for nominal consideration, then their costs are their fair value as at the 
date of acquisition. 

Subsequently inventory are measured at the lower of cost and net realisable value. 

Inventory are measured at the lower of cost and current re^acement cost vhere they are held for; 

- distribution at no charge or for a nominal charge; or 

• consumption In the production process of goods to be distributed at no charge or for a nominal charge. 


Net realisable value 1$ the estimated selling price in the ordinary course of operations less the estimated costs of corrif^etion and the estimated costs necessary 
to make the sale, exchange or distribution. 

Current replacement cost 1$ the cost the municipality incurs to acquire the asset on the reporting date. 

The cost of inventory comprises of all costs of purchase, costs of conversion and other costs Incurred in bringing the inventory to their present location and 
condition. 

The cost of Inventory of Items that are not ordinarily Interchangeable and goods or services produced and segregated for specif c projects Is assigned using 
specific Identification of the Individual costs. 

Thecostofinventwy Is assigned using thefirst-ln, first-out (FIFO) formula. The same cost formula Is used for aH Inventory having a similar nature and use to the 
municipality. 

When inventory are sold, the carrying amour«s of those inventory are recognised as an expense In the period in v^ich the related revenue is recognised. If 
there Is no related revenue, the expenses are recognised when the goods are distributed, or related services are rendered. The amount of any wite-down of 
inventory to net realisable value or current replacement cost and all losses of Inventory are recognised as an expense In the period the write-down or loss 
occurs. The amount of any reversal of any write-down of Inventory, arising from an Increase In net realisable value or current replacement cost, are recognised 
as a reduction In the amount of inventory recognised as an expense In the period in which the reversal occurs. 

1,7 Employee benefits 

Short-term employee benefits 

The cost of short-term employee benefits, (those payable v^thln 12 months after the service Is rendered, such as paid vacation leave and sick leave, bonuses, 
and noh-monetary benefits such as medical care), are recognised In the period in ^ich the service Is rendered. 


The expected cost of compensated absences Is recognised as an expense as the employees render services that increase their entitlement or. In the case of 
non-accumulating absences, when the absence occurs. 

Liabilities for short-term employee benefits that are unpaid at year-end are measured at the undlscounted amount that the municipality expects to pay In 
exchange for that service and had accumulated at the reporting date. 

The expected cost of surplus sharing and bonus payments is recognised as an expense when there is a legal or constructive obligation to make such payments 
as a result of past performance and the oMgatlon can be estimated reliably. 

Liabilities for short-term employee benefits that are unpaid at year-end are measured at the undiscounted amount that the municipality expects to pay in 
exchange for that service and had accumulated at the reporting date. 

Defined contribution plans 

The municipality contributions to the defined contribution funds are established in terms of the rules governing those plans. Contributions are recognised in 
surplus or deficit in the period in vhich the service Is rendered by the relevant errptoyees. unless another standard requires or permits the inclusion of tiie 
contribution in the cost of an asset. Prepaid contributions are recognised as an asset to the extent that a cash refund or a reduction In future payments is 
available. 

Payments to defined contribution retirement benefit plans are charged as an expense as they fall due. 

Payments made to industry-managed or state plans retirement benefit schemes are dealt wfth as defined contribution plans where tiie entity's colligation under 
the schemes is equivalent to those arising in a defined contribution retirement benefit plan, 
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1,8 Provisions and contingencies 
Provisions are recognised ^en: 

C the municipality has a present oMgation as a result of a past event; 

C It is probable that an outflow of resources embodying economic benefits or service potential wll be required to settle the obfigation; and 
D a reliable estimate can be made of the obligation. 


The amount of a provision Is the best estimate of the expenditure expected to be required to settle the present obligation at the reporting date. 

Where the effect of time value of money is material, the amcsjnt of a provision Is the present value of the expenditures expected to be required to settle the 
oWigaticm. The discount rate is a pre-tax rate that reflects current market assessments of the lime value of money and the risks specific to the hability. Where 
some or aH of the expenditure required to settle a provision is expected to be reimbursed by another party, the reimbursement is recognised iMien, and only 
when, It Is virtually certain that reimbursement wtH be received if the municipality settles the obligation. The reimbursement Is treated as a separate asset. The 
amount recognised for the reimbursement does not exceed the amount of the provision. 

Provisions are reviewed at each reporting date and adjusted to reflect the cument best estimate. Provisions are reversed if It Is no longer probable that an 
outflow of resources embodying economic benefits or service potential win be required, to settle the obligation. Where discounting Is used, the earring amount 
of a provision Increases In each period to reflect the passage of time. This Increase Is recognised as an Interest expense. A prowsion Is used cxily for 
expenditures for v^ich the provision was originally recognised. Provisions are not recognised for future operating deficits. 

Onerous contracts 

If an entity has a contract that Is onerous, the present obligstlon (net of recoveries) under the contract Is recognised and measured as a provision. 

A constructive obligation to restructure arises only when an entity: 

- has a detailed formal plan for the restructuring, Identifying at least: 

• the activity/operating unit or part of a activity/operating unit concerned: 

- the principal locations affected; 

- the location, function, and approximate number of employees who wtH be compensated for services being 
terminated: 

- the expenditures that will be undertaken: and 

- when the plan wtli be Implemented: and 

• has raised a valid expectation in those affected that It will carry out the restructuring by starting to 
Implement that plan or announcing its main features to those affected by It. 

Contingent assets and contingent liabilities are not recognised. Contingencies are disclosed In note 30. 

1,9 Revenue from exchange transactions 

Revenue Is the gross Inflow of economic benefits or service potential during the reporting period when those inflows result In an Increase in net assets, other 
than Increases relating to contributions from owners. An exchange transaction Is one in Wnich the entity receives assets or services, or has liabilities 
extinguished, and directly gives approximately equal value (primarily In the form of goods, services or use of assets) to the other party In exchange. Fair value Is 
amount for which an asset could be exchanged, or a liability settled, between knowledgeable, willing parties in an arm's length transaction. 

Measurement 

Revenue Is measured at the fair value of the consideration received or receivable, net of trade discounts and volume rebates- 


Sale of goods 

Revenue from the sale of goods Is recognised v^en aH the followng conditions have been satisfied: 

□ the municipality has transferred to the purchaser the significant risks and rewards of ownership of the goods; 

G the municipality retains neither continuing managerial Involvement to the degree usually associated with ovmership nor effective control over the goods sold; 

G the amount of revenue can be measured reliably; 

G It Is probable that the economic benefits or service potential associated with the transaction will flow to the municipality; and 
G the costs incurred or to be incurred In respect of the transaction can be measured reliably. 

Rendering of services 

When the outcome of a transaction Involving the rendering of services can be estimated reliably, revenue associated with the transaction 1$ recognised by 

reference to the stage of completion of the transaction at the reporting date. 

The outcome of a transaction can be estimated reliably when all the following conditions are satisfied: 

- the amount of revenue can be measured reliably; 

• It is probable that the economic benefits or service potential associated with the transaction wilt flow to the municipaSty: 

-the stage of completion of the transaction at the reporting date can be measured reliably; and 

• the costs Incurred for the transaction and the costs to complete the transaction can be measured reliably. 

When services are performed by an indeterminate number of acts over a specified timie frame, revenue is recognised on a straight line basis over the specified 
lime frame unless there Is evidence that some other method better represents the stage of completion. When a specific act Is much more significant than any 
other acts, the recognition of revenue Is postponed until the significant act is executed. When the outcome of the transaction involving the rendering of services 
cannot be estimated reliably, revenue Is recognised only to the extent of the expenses recognised tfial are recoverable. Service fees included in the price of the 
product are recognised as revenue over the period during v^lch the service is performed. 

Interest 

Revenue arising from the use by others of municipality assets yielding interest, royalties and dividends is recognised when: 

- It is probable that ttie economic benefits or service potential associated with the transaction will flow to the municipality, and 

• The amount of the revenue can be measured reSably. 

Interest Is recognised, in surpkis or deficit, using the effective interest rate method. 
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1,10 Revenue from non-exchange transactions 

Non-exchange transactions are Oefined as transactions where the municipality receives value from another entity without drectfy giving approximately equal 
value in exchange. Revenue from non-exchange ti’ansactions Is generally recognised to the extent that the related receipt or receivable qualifies for recognition 
as an asset and there is no HabiKty to repay the amount. 

Revenue is the gross inflow of economic benefits or service potential during tite reporting period ^en those inflows result in an increase In net assets, otiier 
than increases relating to contributions from owners. 

Fair value is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable, willing parties in an arm's length transaction. 


Measurement 

Revenue is measured at the fair value of tfte consideration received or receivable. 

Government grants 

Government grants are recognised as revenue when; 

- it is probable that the economic benefits or service potential associated with the transaction win flow to 
the municipalitv. 

• the amount of the revenue can be measured reHablv. and 

- to the extent that there has been compliance vwth any restrictions associated with the grant. 

The municipality assesses the degree of certainty attached to the flow of future econcxnic benefits or service potential on tiie basis of the available evidence. 
Certain grants payable by one level of government to another are subject to the availability of funds. Revenue from these grants Is only recognised when it is 
probable that the economic benefits or service potential associated with the transaction will flow to the entity. An announcement at the beginning of a financial 
year that grants may be availabe for qualifying entities in accordance with an agreed programme may not be sufficient evidence of the probablity of the flow. 
Revenue is thenonly recognised once evidence of We probablity of the flow becomes availabe. 

Conditions on government grants may result in such revenue being recognised on a time proportion basis. Where there is no restriction on the oerlod. such 
revenue is recoonlseO on receipt or when the Act becomes effective, which-ever is earlier. 

When government remit grants on a re-imbursement basis, revenue Is recognised when the qualifying expense has been incurred and to the extent that any 
other restrictions have been complied with. 

Other Grants and donations 

OWer grants and donations are recognised as revenue when: 

- Ills probabe that the economic benefits or service potential associated with the transaction will flow to the municipality: 

• the amount of the revenue can be measured rekaby: and 

- to the extent that there has been compiiance with any restrictions associated with the grant. 

If goods In-kind are received without conditions attached, revenue is recognised Immediately, if conditions are attached, a liablity Is recognised, which is 
reduced and revenue recognised as the conditions are satisfied. 

1.11 Investment Income 

Investment income is recognised on a time-proportion basis using the effective interest method. 

1.12 Comparative figures 

Where necessary, comparative figures have been reclassified to conform to changes in presentation in the current year. 


The comparative figures have not been restated. 

1.13 Unauthorised expenditure 

UnauUtorised ejqbenditure Is expenditure that has not been budgeted, expenditure that is not In terms of the conditions of an aUocation received from another 
sphere of government. munIcIpaNty or organ of state and expenditure in the form of a grant that is not permitted in terms of the Municipal Finance Management 
Act(ActNo.56of2003). 

Unauthorised expenditure Is accounted for as an expense in the Statement of Financial Performance and where recovered, it Is subseQuently accounted for as 
revenue in the Statement of Financial Performance. 

Detailed disclosures were maoeir the notes to the financial statements as required by the MFMA. 

1.14 Fruitless and wasteful expenditure 

Fruitless expenditure means expenditure which was made in vain and would have been avoided had reasonabe care been exercised. 


All expenditure relating to fruitless and wasteful expenditure is recognised as an expense in the statement of financial performance in the year that the 
expenditure was incurred. The expenditure Is classified in accordance with the nature of the expense, and where recovered, It Is subsequently accounted for as 
revenue in the statement of financial performance. 

Detailed disclosures were made in the notes to the financial statements as required by the MFMA. 

1.15 Irregular expenditure 

Irregular expenditure Is expenditure that is contrary to the Municipal Finance Management Act (Act No. 56 of 2003), the Municipal Systems Act (Act No.32 of 
2000). and the Pubic Office Bearers Act (Act No. 20 of 1998) or is in contravention of the economic entity's supply chain management policy. Irregular 
expenditure excludes unauthorised expenditure. 

Irregular expenditure is accounted for as expenditure in the Statement of Financial Performance and where recovered, it is subsequently accounted for as 
revenue in the Statement of Financial Performance. 



Irregular expendture that was Incurred and identified during the current financial and «^lch was condoned before year end and/or before flnaKsaton of the 
financial statements must also be recorded appropriately in the irregular expenditure register. In such an Instance, no further action Is also required Wth the 
exception of updating the note to the financial statements. 

Irregular expendture that was incurred and identified during Qie current financial year and for which condonement Is being awaited at year end must be recorded 
in the irregular expendture register. No further action is required wth the exception of updating the note to the financial statements. 

Where Irregular expenditure was Incurred In the previous financial year and Is only condoned In the foUowfng financial year, the register and the dsdosure note 
to the financial statements must be updated wfth the amount condoned. 

Detailed dsclosures were made In the notes to the financial statements as required by the UFMA. 

1.16 Use of estimates 

The preparation of annual financial statements in conformity wtth Standards of GRAP requires the use of certain critical accounting estmates. It also requires 
management to exercise its Judgement in the process of applying the municipality’s accounting policies. The areas Involving a higher degree of judgement or 
complexity, or areas ^ere assumpbons and estimates are significant to the annual financial statements are dsclosed In the relevant sections of the annual 
financial statements. Although these estimates are based oh management's best knowledge of current events and actions they may undertake in the future, 
actual results ull'mately may dffer from those estimates. 

1.17 Presentation of currency 

These annual financial statements are presented In South African Rand. 

AH figures presented In the annual financial statements have been rounded to the nearest Rand. 

1.18 Offsetting 

Assets, liabilities, revenue and expenses have not been offset except when offsetting Is required or permitted by a Standard of GRAP 


1.19 Conditional grants and receipts 

Revenue received from conditional grants, donations and fundng are recognised as revenue to the extent that the munlelpaNty has complied with any of the 
criteria, condtions or obilgabons emboded In the agreement. To Qie extent that the criteria, condtions or obligations have not been met, a liability is recognised. 

1.20 Going concern 

These annual financial statements have been prepared on the assumption that the municipality wiH conb'nue to operate as a going concern for at least the next 
12 months. 

The municipality cannot continue to operate without receiving government grants. However the going concern assumption Is based on the fact that according to 
DoRA the municipality will continue to receive government grants for the next three years. 

1.21 Budget Information 

Municipalities are typically subject to budgetary limits in the form of appropriabons or budget authorlsabons (or equivalent), which Is given effect through 
authorising legislabon, appropriabon or similar. 

General purpose financial reporting by municipalities shall provide Informabon on whebter resources were obtained and used In accordance with the legally 
adopted budget. 

The annual financial statements and the budget are on the same basis of accounting therefore a comparison with the budgeted amounts for the reporbng period 
have been Included in the annual financial statements. 

The Statement of comparative and actual Information have been Included In the annual financial statements as the recommended disclosure when the annual 
financial statements and the budget are on the same basis of accounbng as detertTHned by National Treasury. 

Corrparative Information Is not required. 

1.22 Related parties 

The municipality operates In an economic sector currently dominated by enbUes directly or indirectly owned by the South African Government. As a 
consequence of the constitubonal independence of the three spheres of government in South Africa, only entibes within the local sphere of government are 
considered to be related parUes. 

Related party disclosures for transactions between government enbtles that took place on terms and conditions that are considered in arms length and In the 
ordinary course of business are not disclosed in accordance with IPSAS 20 Related Party Disclosure. 

Key management Is defined as being individuals with the authority and responsibility for planning, direcbng and controlling the aclvites of the enb'ty. We regard 

all individuals from the level of Accounbng Officer and Council members as key management per the definibon of the financial reporbng standard. 

Close mempers of the family of a person are considered to Pe those family members ^o may be expected to influence, or be influenced by, that management 
In their dealings with the municipality. 
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1,23 Impairment of assets 

The municipality assesses at each reporting date vrfiether there is any indication that an asset may be impaired. If any such Indcation exists, the municipality 
estimates the recoverable service amount of the asset. 

Irrespective of v,hether there Is any Indication of Impairment, the municipality also: 

- tests intangible assets wth an Indefinite useful life or Intanglbe assets not yet availabe for use fcx' Impairment annually by comparing its carrying amount v,<th 
its recoverable amount. This impairment test Is performed during the annual period and at the same time every period. 

If there is any indcation that an asset may be Impaired, the recoverabe service amount is estimated for the indvidual asset. If it Is not possibe to estimate the 

recoverabe service amount of the Individual asset, the recoverabe service amount of the cash-generating unit to Mhich the asset belongs is determined. 

The recoverabe service amount of an asset or a cash-generating unit is the higher of its fair value less costs to sen and Its value in use. 


If the recoverabe service amount of an asset Is less than Its carrying amount, the carrying amount of the asset is reduced to its recoverabe service amount. 
That reduction Is an Impairment loss. 

An Impairment loss of assets carried at cost less any accumulated depreciation or amortisation is recognised Immedately in surplus or deficit. Any Impairment 
loss of a revalued asset is treated as a revaluation decrease. 

An Impairment loss Is recognised for cash-generating units if the recoverable service amount of the unit is less than the carrying amount of the unit. The 

Impairment loss Is allocated to reduce the carrying amount of the assets of the unit as foHcus: 

• to the assets of the unit, pro rata on the basis of the carrying amount of each asset in the unit. 

A municipality assesses at each reporting date whether there is any Indcation that an Impairment loss recognised In prior periods for assets may no longer exist 


or may have decreased. If any such Indcation exists, the recoverabe service amounts of those assets are estimated. 

The Increased carr^rtg amount of an asset attrlbutabe to a reversal of an Impairment loss does rot exceed the carrying amount that would have been 
determined had no impairment loss beer recognised for the asset Ir prior periods. 

A reversal of an Impairment loss of assets carried at cost less accumulated depredation or amortisation is recognised Immediately In surplus or deficit. Any 
reversal of an impairment loss of a revalued asset is treated as a revaluation increase. 


1,24 New Standards and Interpretations 

Standards and Interpretations issued, but not yet effective 

The municipality has not yet applied the foUov^ng standards and Interpretations, which have been pubished and are mandatory for the municipality's accounting 
periods beginning on or after July 1 . 201 3 or later periods: 


Standard 

GRAP 1 8; Segment Reporting 

GRAP 1 05: Transfers of functions between entities under common control 

GRAP 1 06; Transfers of functions between entities not under common contrb 

GRAP 107: Mergers 

GRAP 20: Related Parties 

IGRAP 1 1 : ConsoHdation • Special purpose entitles 

IGRAP 12: Jointly contioHed entities • Non-monetary contributions by ventures 

GRAP 6 (as revised2010): Consolidated and Separate Financial Statements 

GRAP 7 (as revised 2010); Investment in Associates 

GRAP 6 (as revised 2010): Interestin Joint Ventures 

GRAP 32: Service Concession Arrangements: Grantor 

GRAP 1 08; Statutory Receivabes 

IGRAP 17: Service Concession Arrangements where Grantor Controls a Significant Residual interest in 
an Asset 


Effective Date 

April 1, 

2016 

April 1, 

2014 

April 1, 

2014 

April 1, 

2014 

April 1. 

2014 

April 1, 

2014 

April 1, 

2014 

April 1. 

2014 

April 1, 

2014 

April 1, 

2014 

April 1, 

2015 

April 1, 

2015 

April 1, 

2015 
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Standards and interpretations not yet effective or relevant 


The foUovting standards and interpretations have deen puDlished and are mandatory for the munlclpalit/s accounting periods t>eginnir>g on or after July 1 , 201 3 
or later periods Out are not relevant to its operations: 

Standard Effective Date 

GRAP 12 (as revised 2012): Inventories ApriM.2013 

IGRAP 1 [as revised 2012): Apotvingtheprobabilitvtestoninital recoanition of revenue April 1.2013 


Standards and interpretations adopted and effective 

The foUoviihg standards and Interpretations have Oeen published and are mandatory for the municipality's accounting periods beginning on or after July 1 . 201 3 
or later periods Out are not relevant to its operations: 

Standard 

GRAP 1 : Presentation of Financial Statements 
GRAP 2: Cash Flow Statement 

GRAP 3: Accounting Policies, Change in Accounting Esflmate and Errors 
GRAP 4: The Effects of Changes in Foreign Exchange Rates 
GRAP 5: Borrowing Costs 

GRAP 6: Consolidated and Separate Financial Statements 

GRAP 7: Investment in Associates 

GRAP 8: Interest in Joint Ventures 

GRAP 9: Revenue from Exchange Transactions 

GRAP 10: Financial Reporting in Hyperinflationary Economics 

GRAP 1 1 : Construction Contracts 

GRAP 12: Inventories 

GRAP 13: Leases 

GRAP 14: Events after the reoomng date 

GRAP 16: Investment Property 

GRAP 17: Property, Rant and Equipment 

GRAP 19: Provisions, Contingent Liabilities and Contingent Assets 

GRAP 21: Impairment of Non-cash Generating Assets 

GRAP 23: Revenue from Non-Exchange Transactions 

GRAP 24: Presentation of Budget information in Financial Statements 

GRAP 25: Employee Benefits 

GRAP 26: Impairment of Cash Generating assets 

GRAP 27: Agriculture (Reolaces GRAPIOD 

GRAP 31: Intangible Assets (Reolaces GRAP 102) 

GRAP 100: Non-current Assets Held for Sale and Discontinued Operations 
GRAP 101 : Agriculture (Replaced by GRAP 27) 

GRAP 1 02: Intangible Assets (Replaced by GRAP 31 ) 

GRAP 1 03: Heritage Assets 
GRAP 104: Financial Instruments 


1,25 Taxation 

The charge for the current tax Is based on the results for the year, as adjusted for Ute items that are exempt or disallowed. It is calculated using the tax rates that 
have been enacted or substantively enacted by the Income TaxAct, VAT Act and other South African legislated Tax requirements. 

The Municipality Is registered on the payment basis for VAT purposes. This means that VAT Is only declared once cash Is received or actual payments are 
made. 


1,26 Accounting Policies, Changes in Accounting Estimates and Errors 

Accounting Policies, Changes in Accourtng Estimates and Errors is applied In selecting and applying accounting policies, accounting for changes in estimates 
and reflecting corrections of prior period errors. 

The standard requires compliance with any specific GRAP standards applying to a transaction, event or condition, and provides guidance on developing 
accountng policies for other items that result In relevant and reliable information. Changes in accounting poKcles and corrections of errors are generally 
retrospectively accounted for, whereas changes in accounting estimates are generafy accounted for on a prospective basis. 
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XHARIEP DISTRICT MUNICIPALITY 
NOTES TO THE FINANCIAL STATEMENTS 
for the period ended 30 June 2014 


Note 


2 INVENTORIES 

Opening balance of inventories: 

Inventory • Stationery 
Inventory - Cleaning material 

Write-down / (reversal of wite*down) to Net Replacement Value (NRV) or Net 
Replacement Cost (NRC): 

Inventory - Stationery 
Inventory • Cleaning material 

No inventory was pledged as security for any financial liability 


3 Trade and other Receivables 


Trade debtors 
Prepaid Expense 
Other debtors 

Total Trade and other receivables 

Fair value of trade and other recivables 

Trade debtors Ageing 
Current (0-30 days) 

31 - 60 Days 
61 • 90 Days 
91 • 120 Days 
121 -150 Days 
151-180 Days 
♦180 Days 

Less Provision for doubtful debts 


Total 


Summary of Debtors bv Customer Classification 


as at 30 June 2014 
Current (0 - 30 days) 

31 - 60 Days 
61 - 90 Days 
91-120 Days 
121 ■ 365 Days 
♦ 365 Days 
Sub-total 

Less; Provision for doubtful debts 
Total debtors by customer classification 


as at 30 June 201 3 
Current (0-30 days) 

31 - 60 Days 
61 - 90 Days 
91 - 120 Days 
121 -150 Days 
151-180 Days 
♦ 180 Days 

Less: Provision tor doubtful debts 
Total debtors by customer classification 


4 VAT RECEIVABLE 
VAT receivable 


Jun 2014 Jun 2013 


R 

R 

167 659 

123 671 

60 682 

70 829 

106 977 

52 842 



- 

- 

R 

R 

1 448 745 

612 074 

6 380 

44 976 

282 016 

149 679 

1 737141 

606 729 

213033 

102 928 

75 959 

33 219 

77 081 

40 715 

68 117 

5 003 

73404 

26 352 

1 897 537 

2 384 

. 

1 174 819 

1956 366) 

-773 344 

1 448 745 

612 076 

Industrial / 

National and 

Commercial 

Provincial 


Government 

R 

R 

23427 

189 606 

- 

75 959 

- 

77 081 

- 

68117 

800 

1 970 141 

24 227 

2 360 903 

- 

(956 386) 

24 227 

1 424 517 

R 

R 

9135 

93 794 

2 173 

31 261 

13 760 

26 955 

3169 

1 833 


26 353 


2 384 

2 927 

1 171 891 


(773 344) 

31 164 

561 127 


856 851 

979 901 

856 651 

979 901 


The Municipality is registered on the payment basis for VAT purposes. This means that VAT is only declared once cash Is received or actual 
payments are made. 
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XHARIEP DISTRICT MUNICIPALITY 
NOTES TO THE FINANCIAL STATEMENTS 
forUie period ended 30 June 2014 


S CASH AND CASH EQUIVALENTS 

Cash and cash equivalents consist of the follovNing: 

Cash on hand 
Shortterm deposits 
Bank balance 

The Municipality has the following bank accounts; • 

Current Account (Primafv Bank Account! 

ABSA Bank Limited -TROMPSBURG Branch; Account Number 4053628182 

Cash book balance at beginning of year 

Cash book balance at end of year 

Bank statement balance at beginning of year 

Bank statement balance at end of year 

Current Account lOther Accounti 

Cash book balance at beginning of year 

Cash book balanceat end of year 

Bank statement balance at beginning of year 
Bank statement balance at end of year 

Cash book batshce at end of year 
Bank statement balance at beginning of year 
Bank statement balance at end of year 
Cash on hand 

Total cash and cash equivalents 

The fair value of trade and other payables approximates th«r carrying amounts. 


Note Jun 2014 Jun 2013 


R 

R 

1 446 

1 603 

813 794 

. 

M5 645I 

1 817 465 

769 595 

1 819 068 


1 817 465 

11 062 960 

r4,5 6451 

1 817 465 

1 817 465 

1 1 062 960 

(45 645) 

1 817 465 



. 

. 



- 

. 



1 817 465 

11 062 960 

(45 6451 

1 817 465 

1 446 

1 603 


(44199) 

1 819 068 
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Xhariep District Municipality 
for the period ended 30 June 2014 

Notes to the Financial Statements 

Figures In Rand 

6. Property, plant and equipment 




2014 



2013 



Cost/Valuation 


Carring Value 

Cost/ Valuation 


Carrying value 



Accumulated 



Accumulated 




depreciation and 



depreciation and 




accumulated 



accumulated 




Imoarement 



Imoarement 


Buildings 

16 764 704,11 

-1 047 055,69 

12 717 648,42 

16 764 703,00 

•3 562 483,19 

13 202 219.81 

Plant and machinery 

2 107 869,91 

•785 877.64 

1 32 1 992,27 

2 107 869,91 

-521 479,19 

1 586 390,72 

Furniture and fittings 

1 947 098,19 

•1 012 708.08 

934 390,11 

1 960 040,66 

-790 268,36 

1 169 782,30 

Motor vehicles 

476 718,78 

-212 937,74 

263 781,04 

1 143 971,03 

-573 901,46 

570 069,57 

Office equipment 

1 470 425,10 

-666 912,27 

803 512,84 

1 433223,35 

■399 059,97 

1 034 163,38 

Computer equipment 

2 238 332,68 

-941 786.94 

1 296 545,74 

2210336,82 

-826 323,29 

1 384 013.53 

Finance lease assets 

0,00 


0,00 

1 281 358,00 

-1 281 358,00 

0,00 

Security System 

2 879 312,85 

■1 002 291-05 

1 877 021,80 

2 879 312.85 

-734 145.07 

2 145167.78 

Total 

27 884 461,62 

-8 669 569.41 

19 214 892.21 

29 795 608,00 

-9 712 605.00 

20 062 803,00 

Reconciliation of property, plant and equipment • 2014 









Additions 

Disposals 

Loss/ Theft 

Depreciation 

Total 


Ooenina balance 



(impalment) 



Buildings 

13202 220,92 




-484 572,50 

12 717 648,42 

Plant and machinery 

1 586 390,72 




-264 398,45 

1 321 992,27 

Furniture and fittings 

1 169 782,30 

1 868,42 

-1 837,13 

•6 814,70 

-228 608,78 

934 390,11 

Motor vehicles 

570 069,57 

183 769,76 

- 

•287 881,44 

-202 176,85 

263 781,04 

Office equipment 

1 034 163,38 

41 498,25 

• 

•10 916,34 

-261 232,45 

803 512,84 

Computer equipment 

1 384 013,53 

231 797,80 

- 

•32 034,30 

-287 231,29 

1 296 545,74 

Finance lease assets 

- 


- 




Security System 

2 145167.78 




-268 145.97 

1 877 021,00 


21 091 808.20 

458 934,23 

•1 837.13 

•337 646,79 

•1 996 366,29 

19 214 892,21 

Reconciliation of property, plant and equipment • 2013 









Additions 

Disposals 

Depreciation 

Impairment loss 

Total 


Ooenlnq balance 






Buildings 

13 580 445,58 

105151,88 

. 

-483 376,54 

- 

13 202 220,92 

Plant and machinery 

1 994 705,47 

11 195,00 

- 

-419 509,75 


1 586 390,72 

Furniture and fittings 

1 311 174,89 

101 696,07 

-697,46 

■242 391,19 

• 

1 169 782,30 

Motor vehicles 

839 751,47 

• 

-37 256,90 

-232 425,00 

• 

570 069,57 

Office equipment 

435 399,51 

852 791,55 

-1 484,34 

-252 543,34 

• 

1 034 163,38 

Computer equipment 

1 283 039,88 

386 678,43 

•8 585,40 

-277 119,38 


1 384 013,53 

Finance lease assets 

353 020,00 

■ 

. 

-353 020,00 


• 

Security System 

2 720 399,96 

- 

• 

-575 232,18 

• 

2 146167,78 

Other properly. plant and equipment 

• 





• 


22 517 936,76 

1 457 512.92 

•48 024.10 

-2 835 617.38 

• 

21 091 808,20 


Restrictions on title 

The land on which the Administrative Building of Xhariep District Municipality is built is owned by Kopanong Local Municipality. 
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XHARIEP DISTRICT MUNICIPALITY 
NOTES TO THE FINANCIAL STATEMENTS 
for the period ended 30 June 2014 


7 INTANGIBLE ASSETS 


Reconciliation of carrying value 

Computer Software 

Other 

Other 

Total 


R 

R 

R 

R 

as at 1 July 2013 

739 015 

. 


739 015 

Cost 

1 252 257 

- 


1 252 257 

Accumulated amortisation and Impairment losses | 

1613 242) 

- 

- 

(513 242) 

Acquisitions 

. 


. 

. 

Amortisation 

{125 226) 



(125 226) 

as at 30 June 2014 

613 789 

. 


613 789 

Cost 

1 252 257 

- 

- 

1 252 257 

Accumulated amortisation and impairment losses I 

(638 468) 

- 

- 

(638 468) 


Reconciliation of Intangible assets 





as at 1 July 2013 

Openina balance 

Additions 

Amortisation 

Total 

Computer Software 

455 024 

472 079 

(188 088) 

739 015 

as at 30 June 2014 

Openina balance 

Additions 

Amortisation 

Total 

Computer Software 

739 015 

- 

(125 226) 

613 789 
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XHARIEP DtSTRICT MUNICIPALFTY 
NOTES TO THE FINANCIAl. STATEMENTS 

fof th# priod tndtd 30 Junt 201* 

Jun-14 Jun-H 

S TRADE AND OTHER PAYABLES 

Other creditors 508 B38 490 344 

Staff tx>r)u5es accrrjal 629 065 593 426 

Staff leave accrusl 3 234 466 2 565 506 

Trade eredtors 1 070 778 2 622 209 

DeposH held 1 89 

Take on Suspense (6 495) 

Salary control 664 004 

Total creditors 6 09 8 965 6 291 467 


9 UNSPENT CONDmONAL GRANTS AND RECEIPTS 

Unspent conditional grants and receipts comprises ot; 

Unspent condltianal grants and receipts 

Municipal Systems Improvement Grant 

THETKA Grant 

Provincial Ir^rastructure Grant 

Finance Management Grant 

Rural Roads and Asset Management Grant 

Motheo (Strict Municipality Disestablishinenl Grant 


Total Unspent Conditional Grants and Receipts 


182 794 

I 227 944 

36 080 

36 080 

204 1 93 

204 193 


403 152 

155 900 


1 120 684 

1 120 684 


to Long Service Provisions 


Norvcurrent liablhtlos 

Current liabilities 

Total Non-Current Provisions 


1 113 000 879 000 

260 000 237 000 

t 373 000 1 116 000 


The long service awards liability arises from XOM being a party to Vne Collective Agreement on Conditions of Service for the Free State Division of SALGBC. This 
agreement is effective from 1 July 2010. 

The long service awards plan is a defined beneft plan. At period end 69 errtplovoes were eligible for long service bonuses. 

The current service cost for the ensuing year is estimated to be R260 000 (June 2014 - R260 000) whereas the interest cost for the neid year Is estimated to be 
Rite. 000. 


Tha key assumptions utilised by management In delarmining the long service awerdi 
ilebillty are Hated below: 

Discount rate 6% 7% 

Salary increase 7% 781 

Net discount rate t% 1% 

Mortality SA85-90 SA55-90 

Normal Retirement age 65 63 


Preaent value of unfunded obtlgallons: 

Present value of unfunded obligations at the beginning of the year 
Fair value of plan assets unrecognised 
Past service costs unrecognised 
Actuarial gains/(losses) 

Present value of unfunded obligations at year end 1 373 000 1 116 000 

1 3T3 000 1 116 000 


Reconciliation of unfunded obligations: 

Present value of unfurded obliqatlom at the beginning of the year t 116 000 892 000 

Total expenses 

Current aervico costs 237 000 219 000 

Long service awards paid (83 000) (54 456) 

1 merest cos(s 86 000 75 000 

Actuarial gains/(lossas) 15 000 (15 544) 


1 373 000 1 116 000 


The effect of a 1% increase in the salary cost mflallon assumption will lead to a 8% increase in the accrued liability at 30 June 2014. 

The effect of a 18(i decrease In the salary coal inflation assumption will lead to a 7% decrease In the accrued KabHityasat 30 June 2014. 

Management has assumed that the estimates for 30 June 2014 are stiHadeguate and ro material movemenis would have taken plan In a period of six months. 


11 RENTAL OF FACILITIES AND EQUIPMENT 

Rental of facUitlos 524 860 432517 

Rental of equipment 

Other rentals : - 

Total rantals 524 860 432 817 


12 INTEREST 

12,1 INTEREST EARNED - EXTERNAL INVESTMENTS 

Current bank account 5 706 3 720 

Money market and call accounts 90 096 230 555 

Total 95 892 234 275 


12,2 INTEREST EARNED • OUTSTANDING RECEIVABLES 


Electricity deposit 

Trade and other receivables 

Total 


3 462 3 326 

15 8 851 46 215 

1tt313 49 541 
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XHARIEP DISTRICT MUNICIPALITY 
NOTES TO THE FINANCIAL STATEMENTS 
for th« p«rlod ended 30 June 2014 


13 GOVERNMENT GRANTS AND SUBSIDIES 


Equitable share 

Uunicipel System Improtement Grant 
EPWP 

Financial Managemot Grant (FMG) 

COGTA and Treasury Finaricial Assislance GranIT 
RRAMG 

Total Government Grant and Subsidies 


Other Government Grants and Subsidies 

Municipal Systems Implementation Grant 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

Rollover not approved - deducted from Equitable Share 

Conditions sIiH to be met - remain liabilities 

The purpose of Ihe grant is to BeeisI munIdpelltSes in buffoinj in-/ioirse capecrly lo perform their furteHons ani stel 
required in the toes! Government Municipal Systems Act o/ 2000. 

TKETHA Grant 

Balance unspent at beginning of year 

Grant will be used tar cepBctty building of the munierpatify 

Provincial Infrastructure Grant (PIG) 

Balance unspent at beginning of year 
Conditions met ■ transferred to revenue 
Conditions sIIH to be met - remoln liabilities 

The grant /s used to subsidise munidpel capilal budget to eredicete baehloge in munidpal inirasiruclure. ThegrenI 
the sewerage tresffneni networ* which wilt taler be Irenslered to Kopenong Local Munidpelit at no cost. 

EPWP Grant 

Balance unspent at beginning of year 

Current year recoipls 

Conditions met ■ transferred to revenue 

conditions stM to be met - remain liabUHIes 

The purpose of the grant is to expend Job creeHon programs 

Financial Management Grant (FMG) 

Balance unspent at beginning of year 
Current year receipts 

Rollover not approved - deducted from Equitable Share 
CondHIons met - transferred to revenue 
CondHIons stHI to be met - remain liabMIies 

The purpose of the grant is to promote and support refoms to ftnendal managemenl and 
Implemerttalion of the Munidpal Finance Uenegemenl Act IMFMAI 

Motheo District Municipality Disestablishment Grant 

Balance urepent at beginning of year 

Current year receipts 

Conditions met • transferred to revenue 

CondKions slHI to be met • remain liabilities 

The purpose of the grant Is to provide general essistonce to local munierpafites within (he disdfet 

as waif as compl&b'ng spedtlc Iniresiruclure proiecls on behalf of Naledi Local Munldpalily. 

The tlnandal assislance grant has no conditons and can be uaed la finance the cepilal and 
operating aeWdes of (he MunidpaltlY In lina with (he Muntdpalily Bodpef. 

Equitable Share 

Opening balance 

Current-year receipta 

Conditions met - transferred to revenue 

Set-off against prior period unspent conditionBi grants 

Conditions slUl to be met - remain liabilities 

Equitable share has no conditions end can be used to finance the cepilal end opening aclivifies 
of the Afun/etpafify in tine with the MunIdpelltY Budgef. 

COGTA and Traaaury Financial Aiaiatance Grant 

Opening balance 

Current-year receipts 

Conditions met - transferred to re^nue 

Conditions slid to be mel - remain dabllflies 

The finendal asdslanoe grant has no candilions and can be used to finance Iheospffaf and 
operadng acdvllies of the MunidpalllY in line with (he Munidpalily Budget. 


14 OTHER INCOME. PUBLIC CONTRIBUTIONS AND DONATIONS 

Other income 
Other IrKome 
Tender Documents 

Recovery of irauthorisod, irregular, fruitless and wasteful expenditure 
Total Other Income 


15 EMPLOYEE RELATED COSTS 

Bonuses under remuneration 

Emptoyee related costs - Salaries and Wages 

Emi^yee related costs • Contribulions for DF, pensions and medical aids 
Housing allowance and benefits 

Travel, motor car. accomodation, subsislence ard other allowances 
Employee Related Coata 

Remunaration of the Municipal Manager 
Annual Remuneration 

Travel, motor car, accommodation, subsistence and other allowances 

Bonuses under remuneration 

Contributions to UF, Medical and Pension Funds 

ToUl 


25 535 000 
708150 
908 580 

1 233140 
25 771 076 

1 113 too 

22 762 000 
888 532 

1 045 000 
892 820 

15 000 000 

55 358 048 

40 588 152 

227 044 

116 476 

600 000 

1 000 000 

(708 150) 

(888 532) 

(227 0001 


182 704 

22T 044 

bHise institubonai and gmamance sysiamsat 

36 080 

36 080 

2M 193 

204 193 

2(M193 

204 193 

' was spedliodly allocaled 

(or (he compfeecn of 

908 580 

1 045 000 

(099 580) 

(1 045 0001 

- 


403152 

45 772 

1 233140 

1 250 000 

(403 1S2) 

(1 ?33 1401 

(802 6201 


403152 

1 120 684 

1 120 684 

1 12 0 684 

1 120 884 

25 535 000 

22 762 000 

(25 535 000) 

(22 762 000) 



25 771 076 

15 000 000 

(25 771 0761 

(IS 000 0001 



169 140 

72 823 

15 482 


184 623 

72 823 

1 754 809 

1 404 567 

20 303 012 

20 64 9 961 

4 601 561 

4 666 695 

162 411 

159 150 

7 171 122 

3 258 437 

33 902 915 

30 1 89 010 

991 SB2 

715 087 

293 107 

146 486 

38 699 

68 663 

23 925 

136 225 

1 347 313 

1 086 481 
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XHARIEP OISTRtCT MUNJCIPALfTY 
NOTES TO THE FINANCIAL STATEMENTS 
for th« psrlod endad 30 Jum 2014 
Remumrstion of the Chief Financial Officer: EN Mokhatuoe 


Annual Remuneration 


640 

621 

Bonuses urder remuneration 


58 

695 

Travel, motor car, accommodation, subsislence and other allowances 


164 

548 

Conlrtbulions to UIF, Medical and Pension Funds 


119 

217 

Total 


^_9|3 

2^ 

Remuneration of the Chief Financial Officer: YS Mgudlwa (01/0712013- 31100/2014) 




Annual Remuneration 

38 072 



Bonuses under remuneration 




Travel, motor oar, accommodation, siitsistence and other allowances 

42 441 



Contributiore to UF, Medkat and Pension Funds 

?0 0 fin 



ToUl 

101 483 



Remuneration of the Chief Finance Officer: U Makubu (1/10/2013- 30/11/2013) 




Annual Remuneration 

36 010 



Bonuses under remuneration 




Travel, motor car, accommodation, subsistence and other aNowances 

25 907 



Contribullons to UF, Medical and Pension Fvrds 

12 091 



ToUl 

74 008 



Remuneration of the Chief Financial Officer: L Mashlane (1/1212013- 30/06/2014) 




Annual RemuneraHon 

519 836 



Bonuses under remuneration 




Travel, motor car, accommodation, subsistence and other allowances 

91555 


- 

Contribullore to UF, Medical and Pension Finds 

1 041 


- 

Total 

612 482 


— 

Remuneration c4 Individual Executive Directors 





Director: Corporate Services: M Kubeke 



Annual Remuneration 


823 005 

Bonuses under remuneration 


24 394 

Travel, motor car, accommodation, subsistence and other aHowancos 


177 836 

Cnnthbijllf>ne in 1 IIF Misdiral erH Pension Funds 


31 624 

Total 


1 057 059 

Director: Corporete ServIceiiT Doeuw(01 107/2013 - 28/02/2014) 



Annual Remuneration 

253 089 


Bonuses under remuneration 

31 636 


Travel, motor car, accommodation, subsistence and other allowances 

193 754 


fVinlr»viillrvn» In UF Mnfllnj*l and Pnnelrvn Funds 

66 257 


Total 

548 768 


Director: Corporate Services: M Khepha (01/03/2014 - 30/08/2014) 



Annual Remuneration 

142 453 


Bonuses under remuneration 

35613 


Travel, motor car, accommodation, subsislence and other allowances 

96 590 


Cnnlflhiillnn* In lUF Mndlrsil and Pnnsinn Funds 

26 236 


Total 

302 893 


Director: Plannlnpand Social Development: M Seokoal (1107/2013- 30/09/2013) 



Annual Remuneration 

171 064 

638 270 

Performance- and other bonuses 


27 638 

Travel, motor car, accommodation, subsislence and other allowances 

170 257 

194 542 

r/intrlhuimns In lUF Mndinal and Pnminn Fi«d« 

24 065 

103 564 

Total 

366 007 

964 214 

Director Planninqand Social Development: M Mohele (1/10/2013- 30/06/2014) 



Annual Remuneration 

415 494 


Performance- and Oder bonuses 

23 474 


Travel, motor car, accommodation, subsistence and other allowances 

263 266 


tVintribullons In IJF Medical and Pnnaion Funds 

90 816 


Total 

79 3 074 


REMUNERATION OF COUNCILLORS 



Executive Mayor 

708 911 

675 424 

Mayoral Committee Members 

1 180 611 

1 146 046 

Speaker 

35 6 693 

349 685 

Cm nrjUnra 

1 376 287 

1 145 799 

Total Councillors' Ramunaratlon _ 

3 624 702 

3 318 054 

In-kIndBanafKs 



The Mayor and Speaker are fuH-llme Councillors. Each Is provided with an office and secretarial suppod at the cost of the Council. 


The salaries and allowances of the Councillors are within the upper limits es prescribed by the Remuneration of Public Offce Bearers Act, 1998 (no.20of 1996) 


DEPRECIATION AND AMORTISATION EXPENSE 

Property, plant and equipment 

1 996 366 

3 107 081 

Inlenqible assets 

125 226 

168 OSB 

Finance leased assets 


353 020 

Total Depreciation and Amortisation 

2121 592 

3 648169 

FINANCE COSTS 

Late payment of creditors 

70 941 

45 345 

FInence lease Habities 


241 331 

Total Finance Coats 

70 941 

266 676 
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XKARIEP DISTRICT MUNICIPALITY 
NOTES TO THE FINANCIAL STATEMENTS 
for tho period ended 30 June 2014 


19 GENERAL EXPENSES 


tnduded in general expenses ere the foHowing:- 

Advertising 
Auditors remuneration 
Dank charges 
Bursaries 

Conferences and delegatbns 
ConsuHinq fees 
Disaster management 
Donations - Upgrate Cemetry 
Entertainment 

Finance Assistance Letsemeng - IT Support 

Financial Assislance - NaledI IT Support 

Financial Assistance Naledi • Upgrading of streets 

Fuel ard oi 

Instance 

Legal expenses 

Licence fees - computers 

Licerxe fees • whidos 

Membership fees 

Other expenses 

Training 

Postage 

Printing and stationarv 
Security costs 
Subscriptions 
Teiepibne cost 
Travel • local 
Wages - EPWP 
Waler artd eleclricHy 


20 GAIN I (LOSS) ON SALE OF ASSETS 

Properly, plant and equipment 
Total Gain I (Loat) on Sale of Assata 


21 IMPAIRMENT LOSS I (REVERSAL OF IMPAIRMENT LOSS) 
Property, plant and edulpment 


22 CASH GENERATED BY OPERATIONS 

Surplu9/(deficit) (or the year 
AdlustmenI For> 

Depredation and amortisation 

(Gain) / loss on sale of assets 

Movement in long service award provislpn 

Debt Impalrmanl 

Interest Income 

Finance costs 

Operating surplus before working capital changea: 
Inventories 

Trade and other receivables 
Unspent condKIonal grants 
Trade artd other payables 
Consumer debtors 
VAT rocelveble 

Cash generated byffutllliad In) operations 


23 UNAUTHORISED. IRREGULAR, FRUITLESS AND WASTEFUL EXPENDITURE DISALLOWED 
23,1 Unauthorised exponditura 

ReconcKalion of unauthorised expenditure 
Opening balance 

Uneulhprised expenditure current year/peiiod 
Approved by Council or cordoned 
Unaulhprised expenditure awaiting aulttprisalk>n 

No discipilrtarv proceedings InstHuled 


23,2 PruHleat and wastaful expenditure 

Reconctietlon of fruitless and wasteful eioendHure 
Opening balance • 

Fruitless and wasteful expendHure current year 

Approved by Council or condoned 

Fnjtless and wasteful enpendilure awaHrng cOTdonement 

Interest and penaHies for late payment of suppliers 
PenaHies for flight reschedulirg 

Interest pad on amounts in excess of approved bank overdraft 
Accorrodation bookings 


256 366 

365 860 

2269611.09 

1 730 112 

80 290 

69 014 


36 318 

It 850 

67 296 

656 233 

2 842 7S1 

SOB 250 

374 384 


3 400 

122 815 

166 010 


1 266 376 


1 137 000 


440 732 

272 463 

309 366 

320 901 


40 762 

101436 


536 361 

40 637 

(5 731) 


459 911 

4 577 874 

2218 027 

536 170 

36 1 873 

2 882 

2 335 

146 187 

376 082 


1 767 052 

45 422 

36 327 

36 8 5 99 

671 100 

t 290 273 

4 239138 

3 065 535 

1 228 694 

299 516 

463 025 

14 014 624 

21 2M269 


71 053 

f21 9661 

71 053 

(21 9661 


352 657 


(483 810) 

(26 390104) 

2 256 823 

3 646 186 

71 053 

21 666 

257 000 

224 001 

186 089 

10 777 736 

[258 205) 


70 941 


2 100 590 

(14 716 212) 

(43 988) 

(87 651) 

930 412 

10526 613 

(292 402) 

46 6 848 

(192 522) 

1 215 299 


(10 777 736) 

856 851 

1 488 582 

3 358 642 

(11 886 257) 


11 151 137 

5 483 461 

2 352 626 

5 667 656 

(7 757 784) 


5 745 975 

11 151 137 


133 260 

104 259 

22 330 

29 001 

(153 860) 


1 710 

133 260 

17 071 

21 828 

665 

7 173 

4 564 


22 330 

29 001 


No disciolinerv proceedings inslituted 



XKAAIEP DISTRICT MUNICIPALITY 
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for the period ended 30 June 2014 


23i3 Irreguler expenditure 

Reconciliation of Irregular eNiendHLire 

17 774 097 12 817 074 

3 030 108 4 957 023 

(12 SOI 7521 ■ 

« 322 454 17 774 007 


Openinc] balarxre 
Irregular expendHure current year 
(^proved by (Council or condoned 


Tax clearance cerlificales not obtained as per SCM policy 
Tender process nol followed as required by SCM pokcv 
Insufficient quotations obtained as required by SCM pollcv 

No disciplinery proceedings irystHutod 


202 795 485 213 

2 364 679 2 600511 

482 634 1 871 299 

3 050 108 4 957 023 


24 ADDmONAL DISCLOSURES IN TERMS OF MUNICIPAL FINANCE MANAGEMENT ACT 
24,1 Contributions to orgenised local government 


Opening belance 



Oirrenl year subscription / fee 

450 000 

256 616 

Amount paid • current 

(450 0001 

(256 8161 

Balance unpaid (included in payables) 

• 


Audit fees 

Opening balance 

1 903 

3 639 

Current year subscription / fee 

2 269 611 

1 732 015 

Amount paid • current year 

(2 269611) 

(1 730112) 

Amount paid - previous years 

(1 9031 

(3 6391 

Balance unpaid (Included in payablas) 



1 903 


24.3 VAT 

VAT receivable 856 651 97 9 901 

VAT Input receivables and VAT output payables ere shown In note 7. AH VAT returns have been 
submllled by the due dale throughoul the period 

24.4 PAYE and UIF 
Opening balance 


Current year subscription ( fee 

6 119 765 

5 345 054 

Amount peld • current year 

<5 55S 152) 

(S 345 054) 

Amount paid - previous years 

Balance unpaid (Included In payables) 

564 612 


24,5 Pension and Medical Aid Deductions 

Opening balance 



Current year subscrlptlbn / fee 

7 199 371 

2 000 125 

ArrounI paid - current year 

(7 199 371) 

(2 000126) 

Amount paid - pre^us yoara 



Balance unpaid (Included in payables) 




24,6 Non-Compliance wRh Chapter 11 of the Municipal Finance Managamant Act 
Municipal Finance Management Act Section 15 

The municioalilv incurred expenditure In excess of the Hmits of the amoif'Is provided for m the mes In the approwd budget. 

Supply chain management regulations 1T(1Ka) -fc) 

Goods and sendees of a transaction value between R10, 000 and R200, 000 were procured wHbout inviting at least three written price quotations from at least three 

rIrffArAnI nrrL«rMt^Kf*» nmwiArft rAniilrAH 

Proferantial Procurement Policy Framswrok Act, 2000 2(a) and Supply chain management regulation 28(1Ka) 

The preference p<^ system was not applied In alt procurement of goods and services above R30,000, as required.. 

Municipal Finance Management Act Section 32(2) and 32(4) 

Fruillesa and wasteful expenditure incurred was not recovered from liable persons as required. 

Reports detailing the fnillass and wasteful expendKure Incurred were not tabled to MEC and Auditor-General. 

Supply chain management regulations 43 

Awards were made to service providers whose tax matters had not been declared by the South African Revenue Services to be Inorder as required. 

Municipal Finance Management Act Section 62(1 )(d) 

The accounting officer failed to take all reasonable steps to ensure that unauthorised, irregular or fruitless and wastef J eigendHure arxJ other losses are prevanlad. 

25 COMMITMENTS 
25,1 Capital and current commitments 


* Approved and contracted for 

2 867 387 

1 32 6 470 

Other assets I 

i 111 I 

12 709 

Current expendilure I 

I 2 967 276 : 

1 315 761 


• Approved but not yet contracted for 
Other assets 
CurTer4 expenditure 


Total 2 867 387 1 326 470 


This expenditure wlH be financed from: 

- Own resources 2 867 387 1 326 470 

2 867 357 1 326 470 
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25,2 Operating leaees 

At the reporting date the erlHy has outstanding commitments under operating leases which fall due 
as follows: 

Operating leases • lessee 
Within one year 

In the second to finh year inclusw 

After ni« years 

Total 


Total future minimum sublease payment expected to be received under non-cancellable sublease 


Operating leases - as lessor 

Minimum lease payments due 
Payabte witNn one year 
Payable within 1 - S years 
Payable later than 5 years 
Total 


Operating lease receipts represent rentals received by the munIcipalHy for the use of Its administrative and olher office space. 

Lease terms are as follows: 

Lease 1 - A porton of the Muniolpality's building are held to generate rental income aiU Ihe Iritial period of 36 months, renewable arvuelly on the tat July with 10% 
escalation. 


446 6S6 74 025 

446 688 




26 RETIREMENT BENEFfT INFORMATION 


Defined contribution plan 

Xhariep District Municipality and itsomployoes contribute to venous furds which provide benefits to such employees. The retaement bonofil plan Is subject to the 
Penslor Furds Act of 1056, wHh pensions being calculated on the final pensdnable remuneration paid. Current contrlbullorvsare charged agahisl operating Income. 
No actuarial Infornvatlon was available for the funds bled below on Ihe preparation of Ihe financial statements 

The employees of Ihe Council aa ws the Council as amployar, contribute to Municipal 
Pension, Retirement and various Provident Funds as listed below: 

• Free Stale Municioal Pension Fund 

• SAMWU Mstlonal Provident Fund 

• Municipal Employees Pension Fund 

• South African Local AuthorHIes Pension Fund 

27 CONTINGENT LIABILITY 
at at Juna 2014 

Contingsncles ariaing from pending litigation on wags curva agreement 

On 21 Aphi 2D10 8ALGA signed the 'Categorteallonarid job eveluetlon wage curves collective agreement' (wage curve agreemonij wHhIMATLIard SAMWU on 
betalfofmunicipalHIes. The egreemenl eslabbhed the wage cir.es and wage scales to be used by munIcipaliliBS In determining the wages of municipal employees, 
based on an evaluation of employees' jobs per the TASK job evaluation system. 

Subsequent to the signing of Ihe agreement, the urions declared a dispute with Ihe agreement. The dispute was referred to the Labour Court and the court delivered 
a ruling on 22 June 2012 that employoes receive a salary Increasa backdated with effect from 1 July 2010 instead of l July 2011. SALGA, onbehad of 
munlc^lilles, applied for leave lo appeal this riiing and was granted Ihe righl to appeal against the judgement on 20 Auguat 2012. To date Ihle Labour Court of 
Appeal case has not been finobsed. 

Emptoyees' lob evelualions were not completed by tha Murbdpality and empkoyees were rvot paid according to the 
wage scales ard rates In the wage curve agreement and did not receive the 9 months retrospective Increases / backpay. 

As a result of the uncertainties arising from Ihe dispute declared by the unions artd the perding litigation regarding the wage curve agreemoni, Ihe municipality may 
have an addMonal recaiveble/ payabe for employee wages, depending on the outcome of the ponding btigalion. It a not practicable lo reldbly estimate Ihe amount 
of this receivable/ payable prior lo the oulcome of the pending NIigalion. 

Manor deacriptlon: 

A service provider appokHed to perform a VAT review fw the period 1 July 2009 to 30 June 201 1 has Instituted a claim against tne Municipality for breach of colract 
and ron-paymenl of professionBi fees. 

Financial Implication: 

The probable loss Is R93.254 

Disciplinary Hearing 

The Munictpahly decided to charge and susperd employees who transgressed Human Resource Pdicyand Collective Agreements and Conditions of service. 

The municipalitY have appoinled Advocate MthemPu to assH the MunictpaUty with the review of these metiers. 

Financial Implication: 

Advocate Mthembu will be paid for assisting the munidpalily wHhthe review of the two matters and as a result there are uncertainties areing from the disputes, the 
municipalily may have sddKIonal payable for the Advocated depending on the outcome of Ihe review of the cases 

as at June 2013 

Contingencies arising from ponding litigation on wage curve agreement 

On 21 April 201 0 SALGA Signed the 'Categorisation and job evaluation wage rxjvos collective agreement' (wage curve agreement) with IMATU and SAMWU on 
behalf of murdcipabties. The agreement established the wage curves and wage scales to be used by munlcipabties In determining Ihe wages of municipal employees, 
based on an evakialion of employees’ jobs per Ihe TASK job evaluation system. 

Subsequent to Ihe sigring of the agreement, Ihe unions declared a dispute with the agreement. The dispute was referred lo Ihe Labour Court and Ihe coiat delivered 
a rubngor22 Jifie2012 that employees receives salary mcrease backdated with effect from 1 Jily 2010 reload of 1 Jiby 2011. SALGA, on behalf of 
mirticipalilies, af^ied for leave to appeal this ruling arvd was granted the right lo appeal against the judgement on 29 August 2012. To date this Labour Court of 
Appeal case has not been Tinalised. 

Employees' joP evaluations were rvot completod by live Municipality and emplovees wore not paid according to the 
wage scales and rates In the wage curve agreement and did not receive the 0 months retrospective increases I backpay. 

As a result of the uncertainties arising from the depute dedsred by the uraons ard the pending bligatlon regarding Ihe wage curve agreement, the municipalHy may 
have an additionel receheble/ payable for employee wages, depending on the outcome of the pending bllgation. It is ml practicable to reliably estimate the amount 
of this recaheblef payable prior to the oulcome of Ihe pending btigatian. 

Matter description; 
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A service prowder appointed to perform a VAT review for the period 1 Jiiy 200B to 30 June 201 1 has inslitoled a claim against the Mirtoipality for broach of 
contract and non-payment of professional fees. 

Financial Implication; 

The probable loss is R83,254 


2« CONTINGENT ASSET 
3(hJun-13 

The Municipality had no contingent assets si the reporting dale 
30-Jun-14 

The Municipaitty had ro conlingeni assets at the reporting date 


29 RELATED PARTIES 


Post employment benefit plan for employees of municipality and/or other related parties. 
Compensation lo councillors and other key management. 

Related party balances 

The Munktipality hed no related party balances at period end. 


30 EVENTS AFTER THE REPORTING DATE 


At the lime of preparing and submiUing the Annual Financial Slatemerts there were no subsequoni events lo disclose. 


31 KEY SOURCES OF ESTIMATION UNCERTAINTY AND JUDGEMENTS 
The following areas involve s signifkani degree of estimation uncertainly; 

Useful lives and residual values of property, plant, and equipment 
Recoverable amounts of property, plant and equipment 
Present value of defined benefit obkgstlon (lorg service bonus) 

Provisbh for doubtful debts 
Impairment of assets 
Provision for long-term service award 

The following areas Involvad judgements, apart from those involving estimations disclosed above, that management has made In the process of applying the 
municipalily’s accounting policies and that have the most slgrificant effect on the amounts recognisad In the fmaneial statamanis: 

Impairment of assets 
Provisions 

32 RISK MANAGEMENT 

32.1 Maximum credit risk exposure 

Credit risk consists mainly of cash deposits, cash equivalents, derivative fnencial Instruments and trade debtors. The municipality only deposits osh with major 

banks with high qualHy credit standirg and kmita e«iosure to any one comler-parly. 

Financial aaseta exposed to credit risk at year end were at follows 
Financial instrumonts 
ABSA Bank: Current Account 
Recelwablas from exchange transactions 
Receivables from non exchange transactions 
Ned bank 
Standard Bank 
Standard Bark 
Finance leases 

These balances represent the maximum exposure to credH risk. 

Market risk; Market risk comprltes three typos of risk: currency risk, Interest rate risk and 
other price riak, 

32.2 Llquldtty risk 

The municipalily's risk lo Nqukllty te a result of the funds available to cover future commilinents. The municipality manages tiquidlly risk through an ongoing review of 
future commilmonls and credit facMtIas, 

Cash flow forecasts are prepared and adequate utilised borrowina fadlilies are monilored. 

32.3 Interest rats risk 

The munidpallly's Interest rate risk arises from fnance lease liabilities, credit cards & investments. These are issusd at variable rates and expose the Municipality to 


1 817 465 
8C6 731 


cash flow interest rale risk. Financial Inslrumenls that are Issued at fixed rates expose the municipalily to fair value Interest rate risk. 


32.4 Other price risk 

The municipality has m eRcosure to changes in price risk 

33 RESTATEMENT OF COMPARATIVE INFORMATION 


The Murtcipality restated the cempartive figures of Property, Plant and Equipment for reporting period 2012/13 ss diseased in the Annual financial statements 
34 Going Concern 

30 Jur>e2014 

Section 135 of the MunIckNil Finance Management Act places primary responsbiWy of the resolullon of financial problems in the affected Municipality. The Section 
further prescribes for the Municipalily to inform verkxjs stakeholders including the Provincial Government via the MECfor Local Government and Provincial Treasury. 

In the event the MunidpaSly is maWe to manage Ks finances, various inlenenlions are proscribed in terms of the abovementioned Act. The intervention can be 
discrelionary in tonnsof Section 137 or mandatory tr terms of Section 139. 

It is in the context of the above mentioned legislation that the Accounting Officer is of the view that the Municipolrly will continue to operate in the foreseeable future 
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30 June 2013 

During the compilation of the annual financial slatements management haa assessed the appropriateness of the going concern principte. Management ha« ktentlfied 
potential factors whicft may impaet on the abilily of XDM to continue as a going concern. 

Xfuriep District MunidpalHy incurred a net lossof R20 396 1 96 during the year ended 30 June 2013 and, as of that date, the municipalily's unspent conditional grants 
and a receipt of R1 992 053 exceeds the cash balance held by the munidpalHy of R1 619 069. The net cashflow from operating activities is negative by an amount 
of R1 1 896 257 and the current liability of RB 520 540 exceed the current asset of R3 729 369. 

Financial Assistance from the Free State Department of Cooperative Governance, Traditional Affairs and Human SeRlemantst 

Management has budgeted for Inlergoverivnental grants amounting to R5B.071.000 for the 201372014 financial year. Included In thlslolal is an amount of 
R30,000,000 being financial assistance which is to be received from the Free State Department of Co-operative Governance, TradKional Affairs and Human 
Settiemenls. The Xharlep Disirict Muticipality fes yet to receive a wrillen confirmation from the Free State Department of Co-operative Governance, Traditional 
Affairs ard Human Settlements as to when the funding will be received. 


35 Budget Differences 

Material dffferences betwoan budget and actual amounts 

Rental of facilitiaa and equipment 
More rentals on facUitios than antldpeted 

Other income 

More parking and tender docisnenls wore purchased than antiopatad 
Interest Income 

The municipality received more interest on short term deposit 

Remuneration of councillors 
The vfihanca arise from aaiary hikes 

Depreciation and amortisation 

Variance arise from reslalemcnt of useful Nves and purchase of additional assets 


General Expanses 

Less expenses were incurred than aniicipatod 
Repairs and maintenance 

Due to municipal vehicles not replaced, existing ones had to be repaired eontinuosly. 


Prior Period Errors 

The following errors wore corrected in terms of GRAP 3: Accounting Policies, Changes in 
Accounting Estimates and Errors 

•Understalemanl of Property, Plant and Equipment.: 

Incorrect aaseismont of eatimeted useful lives 

During the review of the moveable ssset register numerous assets were idonlified which were fully 
depreciated. Further investigations Indicated that this relates mostly to computer equipment and 
office euqipmeni where the millal useful life assessment was3 years. The useful lives have been 
amended to be more In Mne wHh practices and lha comparative statamenls for 2012713 have been 
restated. The effect of the rostalemeni Is summarised below: 

AdlusImenI aqainsl opening ralalned earnings X Junt 201! 

Acfusimenis effedlng the sfsIemenlo/Anariaaf pos'S'on 
Increase In Properly, olanl and equipment 


Ai^ustnenla effeaeng the slelemeni ol finsncfaf performance 
Decrease In Depredation and amortisation 


•532 34B.OO 
•532 345,00 


Duplication of aisats on Hie fixed asset raglatar 

During Ihe review ot the moveapla asset register It was lourtd tnat 4 assets relating to lurniture and 

fltlings were duplicated on the asset register. These assets have been removed from the fixed 

asset register and the comparative statements for 2012/13 have been restated. The effect of the 

reslalomeni is summarised below: 6 556,00 


Ac^s^nenl agalnsf opening retained earnings 30 June 2012 

Ar^stments effectng lha sfafaman/of Ifnanctal podton 
Decrease In Property, plant and equipment 


■5 443,00 
•S 443,00 


-t 115.00 

Ar^aPnents effacing Ifia slelemani ol Bnandel performance ^^^^J_J15jO^ 

Decrease In Depredatlonand amortisation 
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XHARIEP DISTRICT MUNICIPALITY 

APPENDIX A 

SCHEDULE OF EXTERNAL LOANS 
as at30 June 2013 


EXTERNAL LOANS 

Loan 

number 

Redeemable 

Date 

Balance at 30 
Jun 2012 

Received 
during the 
period 

Redeemed/ 
written off 
duringthe 
period 

Balance at 30 
Jun 2013 

LONG-TERM LOANS 

None 

- 

- 

R 

R 

R 

R 

TOTAL EXTERNAL LOANS 

- 

- 


- 




Carrying Value 
of Property, 
Plant & 
Equipmertt 

Other Costs In 

accordance 

with MFMA 

R R 


The Municipality had no long term loans at period end. 
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XHARIEP DISTRICT MUNICIPALITY 
APPENDIX B 

DISCLOSURE OF GRANTS AND SUBSIDIES IN TERMS OF SECTION 123 OF MFMA S8 OF 2003 
as also June 2014 


APPENDIX 8 


GRANT DESCRIPTION 

Balance as at 

1 July 2013 

R 

Other 

Adjustments 

R 

Current year 
receipts 

R 

Operating 
expenditure 
during the year 
(Transferred to 
revenue) 

R 

Capital 
expenditure 
during the year 
(Transferred to 
revenue) 

R 

Balance as at 
30 June 2014 

R 

Provincial Government Grants 

COGTA Financial Assistance Grant 

25771 076 

- 

- 

(25 312 142) 

(458 934) 


Provincial Infrastructure Grant 

204 193 

- 



- 

204 193 

Motheo District Municipality DIsestabKshmeni Grant 

1 120 664 

• 


- 

- 

1 120 684 

National Government Grants 

Equitable share 


- 

25771 076 

(25 771 076) 

- 


Financial Management Grant 

403152 

< 403 152) 

1 233140 

(1 233140) 

• 


MSIG Grant 

227 944 

( 227 000) 

890 000 

(708 1 50) 

- 

182 794 

EPWP Grant 


• 

998 580 

(998 580) 

- 

0 

Other Grants and Subsidies 

THETHA Grant 

36080 




* 

36080 

TOTAL 

27 763 129 

(630 1 52) 

28 892 796 

(54 023086) 

(458934) 

1 543 751 
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Appendix C: 

Budgeted Financial Performance (revenue and expenditure by standard classification) 
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